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EXHIBIT 1

KANSAS / ARIZGNA ENERGY
PROGRAM



I. Efficiency Kansas

Efficiency Kansas is a $34 million revolving loan program funded by American
Recovery and Reinvestment Act ("ARRA") and operated by the Kansas State Energy
Office (a division of the Kansas Corporation Commission).

The aim of the program is to produce cost-effective energy savings using a
sustainable source of financing, as loans are repaid the loan fund will be
replenished.

Efficiency Kansas offers 100% financing for conservation and efficiency
improvements to existing homes and small businesses, with a $20,000 cap for
homes and $30,000 for businesses. (The average residential project is estimated
at $5,000-$6,000.)

The funds are available either through utilities that have elected to offer a
program similar to the existing Midwest How$mart program, or through banks
partnering with the State Energy Office. In some areas of the state only the
banking option may be available.

Interest on the linked deposits is 0%, meaning the money is provided to partnering
banks on a no-interest basis, however, baM<s are responsible for repaying the
principal if a borrower defaults. Loans to borrowers must be at a fixed interest
rate of no more than 4% through 2010, when the State Energy Office may adjust
the interest rate for future loans based on market conditions. (Existing loans
would not be affected by any changes.)

Energy audits and customized energy conservation plans are required for each
structure. A $350 rebate is offered to defray the cost of the energy audit. (The
State Energy Office confirmed that $350 is the average cost of energy audits.)

Training scholarships (Sl ,500) are offered to cover the tuition for energy auditor
training. Housing and living expenses are not covered. The State Energy Office
stated that the training takes a week, but requires that participants have a
background in construction.

Program Status/Ramp Up

The program manual is dated July 13, 2009. The Kansas State Energy Office confirmed
that the program was recently established. Currently, only one banking partner is listed
on the State Energy Office website, but the State Energy Office confirmed that two more
banks have signed up following meetings with the State Energy Office which began last
week. The State Energy Office has not yet posted a list of approved Energy Auditors, but
applications have been submitted. The State Energy Office stated that the public is
expressing a high level of interest in this program, calls expressing interest are received



every day. (The Efficiency Kansas email list already has 335 contacts listed, both
individual and businesses.)

\

II. Kansas How$mart Program

The Kansas How$ma;rt program is a utility program run by Midwest Energy. It provides
money for thermal shell and heating and cooling energy efficiency improvements for
utility customers. (Other measures may be financed, but must be permanent parts of a
structure, rather than appliances such as washers and dryers.) Customers do not pay
upfront for the improvements. Instead, the improvements are paid for through charges on
their utility bills, which must be less than the estimated savings associated with the
efficiency improvements. (As of November 2008 the average How$mart charge was
$39.60 per month, while the average estimated savings were $49.00 per month.) Energy
audits are required, but are free so long as customers complete improvements within six
months. Current interest rates are 4% over 15 years for residential customers and 7.24%
over 10 years for commercial customers.

III. Arizona Department of Commerce, Energy Office

The State Energy Office states that the $281,000 block grant applied for by Coconino
County may include a proposal to use part of the grant for a revolving energy loan
program that is one of the 14 options for projects that can be funded by block grants. The
application is pending. The $281,000 is completely separate from the funding referred to
below. With respect to this funding, counties and cities, etc., work directly with the
DOE. For the funding referred to below, entities work with the State.

Based on a conversation with the state's Energy Office, Arizona will ultimately receive
$55.4 in ARRA funding to expand the existing State Energy Program (SEP). $22.2 of
that was awarded on 6/24/09. Of the total $55.4 million ARRA funding, $2 million is
proposed for revolving energy loans.

The $55.4 to expand SEP is part of the total $176 million in ARRA funding allocated to
Arizona's Energy Office (EO) and to local and tribal governments for promoting energy
efficiency and renewable energy through three programs already established by federal
law. The three programs are 1) State Energy Program (SEP) (discussed above), 2)
Weatherization Assistance Program (WAP), and 3) Energy Efficiency Block Grant
Program (EECGB). Only state, tribal and local governments may apply for the new
WAP and EECGB funding, and only states are eligible for SEP iilnding.

Program information that is available on the EO's website suggests that it does not, or at
least does not contemplate applications by utilities, with one exception, under SEP, there
is a proposed sub-program entitled "Distributed Energy Leadership," which would be
open to the utilities and designed to increase or match the incentives they provide for
distributed solar PV, solar water heating, wind and CHP.



Aside from the $176 million allocated to Arizona for the EO's three programs, there are
many ARRA energy- and energy efficiency-related "Funding Opportunities" listed on the
website (fedconnect.net) that the Department of Energy uses to advertise available federal
funding. Although many of these are open to application by essentially any public or
private domestic entity (presumably including public service corporations here in
Arizona), the funding opportunities' subject matter appears to be of only very limited
applicability to the activities of a gas utility. Among the ARRA funding opportunities
that are not related to SEP, EECGB or WAP, there is one entitled "State Energy Efficient
Appliance Rebate Program," which is open only to states, territories and DC. The
deadline for filing applications under this opportunity is October 15, 2009.



EXHIBIT 2

UNS GAS
DISCONNECTION
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UNS Gas CARES Disconnections

2007

Number of CARES customers disconnected for non payment: 480* 2 3 S/

Number of CARES customer-requested disconnections: 449i /  § 3 Z
/

In 2007, of our total disconnections for non payment orders, 8:6% were CARES.

r 9
2008

Number of CARES customers disconnected for non payment: 253 36'

Number of CARES customer-requested disconnections: 269 »- o If45

In 2008, of our total disconnections for non payment orders,_A-.4'% were CARES.

5 4

*Noter 2007 statistics April through December due to CCB conversion.

\l.ns 37( ( ,,MA Exuuari



EXHIBIT 3

ARIZONA UNEMPLOYMENT RATES
2005 - 2009
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EXHIBIT 4

JULY 2009 FORECLUSURE
c o c o n l n o , MOHAVE, SANTA CRUZ

& YAVAPAI COUNTIES
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